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ABSTRACT 


This thesis discusses the management strategy of the 
Coast Guard Reserve; it examines the formulation and 
implementation of strategy. 

A model to develop and implement strategy is proposed, which 


defines the role of the budget in this strategic management 


process. The recent strategy of the Coast Guard Reserve is 
analyzec using this model. The analysis seems to indicate 


that the Coast Guarc Reserve had no explicit stratecv in the 


19ét'ec: however, the Reserve did execute an implicit 
strategy as interred from its actions. This implied 


strategy enjyoyec varying degrees of success depending on the 
craterion cf evaluation. 


Where the criterion ghows limited success, I recommend 
solutions to the various problems. A principle solution 
evolves tie Coasi Guard meserve expancing and formalizing 


She Strategi: proces:, inciuding the use of the budget as a 
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I. INTRODUCTION 


A. BACKGROUND 

This study responds to a need for strategic planning bv 
the Coast Guard Reserve. The intended future direction for 
the organization, and the corresponding commitment. of 
resources, will require a firm foundation and clear vision 


to deliver a successfu: outcome. The first need is for a 


theoretical framework to distinguish: and relate the critica 


components in the strategy management process. Empowered 
with this knowledse, decision makers can the. mere 
effectively devise and implement an appropriate strategy. 


Several facticrs combine te make these choices more 


oritical for the Ccast Guard Reserve. First, recent rapic 
¢rewtr in national expenditures on drug intercaiction and 


Cefense impacted the active duty Coast Guard's emphasis, and 
conséguentiy the Coast Guard Reserve. Seconc, competition 
for funaing in the Federal Budget arena may change because 
of Gramm-Rudman deficit restrictions and the growth of 
appropriations in entitlement programs. Third, military 
programs may come under further pressure towards reduction 
given the dramatic changes in the Soviet Union and Eastern 
Europe. Finally, demographic trends may reduce the pool of 


entry level youths for the Armed Forces. 


a) 





This environment of constrained resources will dictate 
obtaining maximum value from resource commitments. 
Successful competition for these resources may require a 
clear articulation of an organization's costs and benefits. 
Investments may last longer and become more irreversible. 
The impact of decisions could increase, as the number of 
choices declines. Since strategy focuses on decisions about 
the future, the subject may prove especially useful in these 


times. 


B. OBJECTIVE 

is to develop 4 prototype o 
the strategic managemen* process for use by the Coast Guard 
+ 


Reserve. Tare etudy focuses on management's intention to 


achieve objectives, anc use cof available resources to that 


C. RESEARCH QUESTION 
The primary research question asks: how is the strategy 
of the Coast Guard Reserve implemented in its budget ? 


Subsidiary questions examine: 


- What is the definition of strategy ? 

What was the past strategy of the Coast Guard Reserve ? 
How effective was that strategy ? 

- How can the strategy be improved ? 














D. SCOPE, LIMITATIONS AND ASSUMPTIONS 

This thesis examines the practice of strategy by the 
Coast Guard Reserve. It examines decisions on the future of 
the organization, especially its use of resources to 
accomplish goals. To examine strategy, the goals will be 
discerned, and consumption of resources will be related to 
the accomplishment of the goals. The budget provides a 
useful framework for this analysis because it relates 


resources anc goals by consumption and accomplishment. 


The scope include: strategy formulstion anc executicn. 
Sees thesis assumes: &é basic knowledge of management 
activities and the Coast Guard Reserve on the part cf the 
readet 

The thesis proceeds sequentiall; through four main 





E. LITERATURE REVIEW AND METHODOLOGY 
This thesis proposes a model for developing and 
executing strategy. The methodoiogy inciudes a literature 


review to develop a mode! of strategy. Then, that model is 


applied te the Reserve program over the past decade to infer 


2 
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the organization's strategy. Next, analysis discerns 
factors for success or failure, identifying key issues and 
problems. Fecliowing this, various solutions are recommended 
for these problems. The thesis concludes by recommending a 
formalized strategic planning process to solve current 


problems and avoid recurrences in the future. 


F. ORGANIZATION OF STUDY 

The thesis organization parallels the methodoiogy. 
rie. I2 presents theoretical: elements cli strategy anc 
Seuns then it. @ model. Chapter III applies the mode! te 


vy cf the Reserve progran i: the past 


aecade. Chapter Iv evaluates the effectiveness of tne 
ctratecy; and identifies some shortcomings. Chapter Vv 
Cevelope etlutions to the stiategy's proklems. An epilogue 


SGvawe convlusicas and makes recommendationc. 














II. STRATEGY: A MODEL 


A. CHAPTER INTRODUCTION 

This chapter seeks to provide an ove:view of strategy to 
be used as a foundation for later evaluation of the Coast 
Guard Reserve. The budget is a component of Strategy, and 


subsequently serve as the focus for analyzing the 


SEO ISSLOR “2 the Stratect of the Coast Suete Rese ve 
depends fi:st on a definition of the term "strate y." 


g 

Preliminary questiou: including 
strategy anc the rele cf the budget in sirategy. 
uestions provide a foundatio: to explore 
cl the Coast Guaré Reserve. 
With tne charter, each section explores different 
eS Section B delineates the conciticns 
Which create the need fcr strategy. Sectio: C offers 
Severe. definitions of etiategy, places these definitions in 
the business context, and introduces the role of the budget. 

The foilowing section expands these definitions, to view 
Strategy as a system with formulation and implementation 
stages. The next section addresses the role of the 
strategist in directing the system. Then comparison of 


military anc business strategies further illustrates the 


qn 








decisions made by the strategist. Finally, a format to 
evaluate strategies is provided, along with a discussion of 


ultimate control systems for the different strategies. 


B. BASIS FOR STRATEGY 

Nature contains the basis for’ strategy. Scarce 
resources anc the competition for survival are fundamental 
laws of nature. Yet only man with the ability to 
conceptualize, symbolize, and reason can practice strategy. 
Through thinking and planning, organizations hope to prevail! 
by exploiting advantages in obtainir= and using resources. 


Strategy is man's response to the following conditions 


- Finite resources 

~ Uncertainty about an adversary's capability and 
intention 

- Irreversible commitment of resources. 

- Necessity cof coordinating action over time and distance 

- Uncertainty about comtrol of the initiative 

- The critice!l nature of the adversaries’ mutual 
perceptions cof each other (Albert and others,1983, 
Be #75) 


The hastory of mankind reports the survival and growth 
cf those organizations that excelled at strategy in response 
to these conditions. Continued failure in this activity 
leads oniy to extinction. 

Hence, successful Survival is one reason to. study 
Strateg;. Both business and the military have the need to 
Survive in their different environments; their goal is to 


prevail even in the face of adversaries. Survival serves as 














a cataiyst to other organizational goals. Without 


existence, the organization cannot accomplish its remaining 


Wherever the above conditions exist, one individual or 
organization can dominate an opponent through effective use 
ef strategy. Decision making and uncertainty characterize 
this climate. Therefore, strategy seeks to provide a method 
for making those decisions which critically affect the 
outcome cf the competitior.. ‘The definitions offered in the 


mex. fection place decisions at the core of stravegy. 


Cc. CORPORATE STRATEGY 
1. Definitions 


Tie five: definition comes from Steiner, speaking of 


Eleteheatad identification of opportunities and threats 
= future, which in combination with other 
a provice a basis for a company's making 
decisions to exploit the opportunities and 


7 ayn 


ex 
hreats. (Steiner,i379,p. 14) 


Andrews cffer 2 competing definition of strategy 


(ay 
f 


the pattern of decisions in a company that determines 
and reveals its obijectives, purposes or goals, produces 
the principa: policies and plans for achieving those 
goais, and definez the range of business the company is 
to pursue, the kind of economic and human organization 
it is or intends to be, and the nature of the economic 
an@ non-economic contribution it intends to make to its 
shareholders, employees, customers and communities. 
(Andrews ,1980,p. 28) 





Evered distilils these definitions even furthe:, 
Saying: 
strategy is dominated by the determination 
of...purpose..., and by consideration of the future 
character of the firm in relation to opportunities, 
threats, and constraints. (Evered,1983,p. 61) 
Note the absence of any unique features which would 
exclude non-profit or military organizations from these 


definitions. Business organizations operate in the 


commercia! arena, where survival is motivated and sustained 


bee ipreiet: Naturally then, catalysts and threats to making 
preil’ will form the core of the business environment and 
corpcrate stratecy. But the definitions can extenc te any 


ive environment as previously describec. Strategy 
deals witht critical decisions, organizational purpose, and 
ature threats and opportunities. 
2. Model 
These definitiers help conceptualize the idea of 

Strategy, but they do not provide a methodclogy to practice 
Siraivecy. Defining strategy as a process, provides a means 
tc apply the previous concepts. In this manner, Steiner 
defines strategy as: 

a process that begins with the setting of organizational 

aims, defines...policies to achieve them, and develops 

detailed plans to make sure that (they) are 


implemented...to achieve the ends sought. 
(Steiner,1979,p. 14) 








With strategy thus defined, a model of the strategic 
process can be derived to further illustrate the mechanics 
of applying strategy. Andrews separates strategy into 
"formulation and implementation" (Andrews ,1981,p. 41) 
stages. The formulation stage focuses on "deciding what to 
do;" while implementation points to "achieving results." 


Andrews' model of this process is shown below: 


FORMULATION —e—_—_—_—_—————— UAPLEMENTATION 


(DECIOING WHaT TO — mesuits} 


. identification of —_———_——_> 1. Organtzation structure and 
opportunit, and risk conronare [——————— > ~ —- Pelattonsntos 
STRATEGY: Diwnreron of lebor 
+ t Coordinazion of g:iuted 
Pesponettslity 
. Determining the company's Information eyetens 
material, technical, 
financral and —_—> ‘ ’ 
managerial atters o 
ig resources purposes and benhevior 
and Stendarde end measurement 
policies > Motivation and inzentive 
. Persona) values and eons Contros ayetens 
aspirations of senior ™ > company Recruitment and development 
Management and tts of mpagers 


t t business 
2. TOD Yeedersnt p  emmmmenes > 


|. Acknowledgement of Serotegse 


honeconowic reeponsidr lit, ——— > ¢ > Organi ast ional 


to society Pereonal 


2. Orgenizetional processes 





Figure 1 (Andrews,1980,p. 41) 


a. Interrelation of Stages 


Andrews' general description of a complex system 
shows each stage as a separate component to aid 
understanding; however, no such clear distinctions occur. 
Steiner describes the overlap saying "planning cannot be 
disentangled from such management functions as organizing, 


directing, motivating and controlling.” (Steiner,1979,p. 4) 


He refers to a report from a Conference Board Survey 


describing the manager in multipie roles: 


-his role as planner is meshed with hig role as 
organizer, director, anc so on, in a seamless web of 
Management; for instance, the thought he devotes to what 
might be termed planning questions, and decisions he 
makes about them, have implications for his exercise of 
control; and vice versa. It is the whole of his job 
that must be looked at, the interaction of the elements 
of the management process rather than the individual 
elements. (Steiner,1979,p. 4) 


The overlap attributed to the manager's roles 


@li. aG&pplies to the strategist. Decisions in one area 
impact CGecisions in other areas. But the initial cycle of 
stvatecy proceeds lcgically frem the formulation ‘to the 
5 wet Pre ee ee Ne + = = - =~ 

impiementation stage. Bhs am iterative process, one stage 


b. Eormulation Stace 
Tne formulation stage produces alternatives, 
for the fcllowing reasone: 


iternative strategies can improve the adaptability of 
© organi pzation in two ways. Pirst, by explic 
Sine alternatives, st is Li y 
mization will find some that are s 

ent strategy. Second, the environment might change; 
if alternative (contingency) plans have been prepared, 
the organization is in a better position to respond 
successfully. Alternatively, they can select a strategy 
that performs well even if the environment changes. 
(Albert and others,1983,p. 2-9) 


Oo 


The formulation stage requires information on 
the organization, the environment, and the competition. The 


3 


decision maker determines the relevance cf these factors and 


10 











considers the "futurity of present decisions" 
(Drucker ,1374,p. 125). Steiner describes this as a look "at 
the chain of cause and effect consequences over time of an 
actual or intended decision...." (Steiner,1979,p. 13) Since 
the number of alternatives and valuation of information is 
highly subjective, the formulation stage yields an infinite 
number of choices. 


c. Implementation Stage 


The implementation stage feecs on the 
aitlernatlives produced in the formulatic:. phase. 


r 


Implementation requires selection of the optimun aliternati 


< 
mM 


based on @ plan's ability to be implemented and achieve the 


organizational goals. Once selected, the strategy will 
aictate a structure and mission for the organization's 
Lescurces. Besider selection, the implementation phase 
focuses om control activities, where control encompasses 


the uen cf divecting a variable, or set of variables to 
Lealize a goai....any eoniro! system has three 
compiunents iainkec by communications, these include a 
Penec: . se@lector.... and effectc: (Anthony,Dearden, 
anc Beaford,i9¢ci,z¢. 7). 


Their function is similar to a thermostat. 


(1) the thermostat has a thermometer (sensor) that 
measures the current temperature in the room; (2) the 
thermostat compares this measurement with a preset 
standard of the desired temperature (selector); and (3) 
if the current temperature is below the preset standard, 
the thermostat signals the furnace to turn on and send 
heat to the room, and when the temperature reaches the 
preset standard, the thermostat signals the furnace to 


It 








shut Off (effector). (Anthony,Dearden, and 
Beaforc,1989,p. 8) 


The strategy identifies key eiements - factors 
critical to its success. Control activities monitor these 
factors and trigger responses to achieve the organizational 
goals. The strategist's role in formulating alternatives 
includes development of control activities. Alternatives 


vary in the cegree that they fit the situation, meet the 


organization's goais, and are capable of controlled 


The need for externa! controis aecreases 
picpertionately with the increase in members’ devotion to 
tls. evGanizcaticon's goais. &Ardrews emphasizes this piace of 
Values in control systems. seying: 

A syster ci controls must be supplementec Ly 4 selective 
Eytte. cof executive recruitment and training. Nc system 
Gf COGORREL AS, fete $eogids, of Lewardy. and .penalities, Ao 
Erecedures cf measuring anc evaluating performance can 
tane the place of the individua: whe has 4 clea: idea of 
yight ani wrong, a consistent policy for himself... 
‘ArneGrews, 139€0,p. 216) 


Steiner again emphasizes the importance of 


A final step in implementation concerns the control of 
ancividual behavicr to insure the achievement of 
the...plans....It is only when activities of individuals 
are directec toward the achievement of enterprise aims, 
guided partiy through these techniques, that strategies 
are really implementec. This involves the entire 
process of management. (Steiner,1979,p. 265) 


12 


Gc. Acgaptation and Flexibility 

The initial strategy system concludes in success 
or failure. in an ongoing system, failure prompts adaptive 
change. The decision maker starts a new formulation phase, 
his judgment evolving with the experience gained in losing 
efforts. Steiner cautions against any end for this process, 
Saying: 
it should ... be conceived as a continuous process, 
especiail; with respect to strategy formulation, because 
ak 
ie 


ranges in the businezs environment are continuous. 


ere ee ee Tas 
weet sSeo srr Sy bre” oo) 


era ke: AO 4 | <ad ak, Mites, Tease <a : os zs eee Daa a 8 ee = 
envilomment. flenllilliiy ig # pramary concern in selecting a 


fot practicing stratecy. However, 
some cf the decisions are move critical than others to the 
outcome of the competition. These critical questions 
directly relate to the profitability of the business firm. 
The next section identifies the forces that will determine 


the profitability and survivability of a business firm. 
P 
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e. ica e 
According to Porter, the businessman must 
operate within an industry defined by five competitive 


forces:"entry, threat of substitut 


buyers, bargaining power of suppl 


current competitors (Porter,1985,p 


explaining these forces is shown in Figure 2. 


competitive forces will be 


Reserve in Chapter III. 


Entry Barriers 


Economics of Scale 

Proprietary product differences 

Brand dentty 

Switching Costs 

Capital requirements 

Access to distribution 

Absalute cost advantages 
Proprictary learning curve 
Access to necessary inputs 
Proprietary low-cost product design 

CGanermment policy 

Eapceted retahation 


New Entrants 


Threat of 
New Entrants 

















frctastry 
Bargaming Power Competitors 
of Suppliers 
Suppliers 
Hutensity 


af Rivalry 
Determinants of Supplicr Power 


Differentiation of inputs 
Switching costs of suppliers and fies ta the sodustry 
Presence of substitute inputs 
Supplier concentrahion 
Importance of volume to suppher 
Cost relative to total purchases in the industry 
Impact of ypuls on cost or differentiation 
Threat of forward integration celative to threat of 
backward integration by 
firms in the industry 


Threat of 
Substitutes 


Substitates 


Determinants of 
Substitution Threat 
Relative price performance 
of substitutes 
Switching casts 
Buyer propensity to 
substitute 


Figure 2 (Porter,1980,p. 6) 
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applied to 


of Buyers 


ion, bargaining power of 


iers, and rivalry among 


6)." Porter's model 


This model of 


the Coast Guard 


Rivalry Determinants 


Industry growth 

Fixed (or storage) costs/ value added 
Intermittent overcapacity 
Product dilferences 

Brand identity 

Switching costs 
Concentration and babinee 
Informational compleaity 
Diversity of campetiors 
Corporate sakes 

Ext barriers 









Bargaining Power 


Determinants of Buyer Power 


Bargaining Leverage 
Buyer concentrahon 
versus firm concentration 
Buyer volume 
Buyer switching costs 
rclative to firm 
switching costs 
Buyer information 
Ability lo bach ward 
integrate 
Substitute products 
Pull-through 


Price Sensitivity 
Price/total purchases 
Product differences 
Brand identity 
Impact on quality! 
performance 
Buyer profits 
Decision makers’ 
incentives 








In the strategy system, the information to 


initiate the formulation phase focuses on identifying these 


industrial attributes as they pertain to the company and its 


competitors. 


this 


described on page 10. 
one of three generic categories: 


differentiation, 


of the risk 


Control 


mechanisms 


or focus (Porter,1980,p. 


in these strategies is 


target 


particular strategy. 





RISKS OF COST 
LEADERSHIP 


Cost leadership is not sus- 
tained 
* competitors imitate 
* technology changes 
* other bases for cost 
leadership erode 


Proximity in differentia- 
tion is lost 


Cost focusers achieve even 
lower cost in segments 


RISKS OF 
DIFFERENTIATION 


Differentiation is not sus- 
tained 
* competitors imitate 
@ bases for differentia- 
tion become less im- 
portant lo buyers 


Cost prosimity is lost 


Differentiabon focusers 
achieve even greater dif- 


the 


The company then calculates the futurity of 
information and develops alternatives, 


Porter fits business strategy into 


shown 


significant 


RISKS OF FOCUS 


The focus strategy is imi- 
tated 


The target segment be- 
conves structurally unat- 
tractive 
* structure erodes 
¢ demand disappears 


Broadly-targeted competi- 
tors overwhelm the seg- 
ment 
e the segments differ- 
ences from other seg- 
ments narrow 

@ the advantages of a 
broad line increase 


New focusers sub-segment 
the industry 


as previously 


“overall cost leadership, 
35)." His model 
in Figure 


risks of 


ferentiation in segments 


(Porter,1980,p. 


21) 


Figure 3 

















Porter's modei upgrades the simple economic 
model of suppiy and demand, which states that a market will 
establish an equilibrium price at the intersection of the 
supply and demand curve. This equilibrium price will 
continue unless some force shifts the supply or demand 
curve. In general product markets, the demand curve shifts 
due to a change in consumezs' income, the price of 


substitute items, or the price of complementary items. The 


eu 


y curve shifts due to a change in technoiogy o: price 


changes in the factors of production. These curve shifting 


factors currespond directly to the factcrs Porter: includes 


as eee 74 ra eke we As ah are t pes 4 7 — 
ln this context, business etritegcy becomes 4 


cbtein &@ comparative advantage or monopsony in a 


markes ‘fo: the fariere of production or monopoly in the 
finigched goods market. Tit requires a ticrougk knowledge of 
the company's internal strengths and weaknesses anc the 
external competitive environment. In a limited view, the 


egy proces: in business focuses on three processes 


gre 
which seek to obtain, develop, and exploit a comparative 
acvantage: 
ning manpower, capital and technology (resources), 
- combining them in an organization, using budgets and 
other operational plans (transicrming), and 


- marketing and distributing finished goods and services 
to consumers (output). 
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Porter's model shows that a main goal of the 
strategy process is to reduce the potential for external 
forces to shift the demand and supply curves. Competition 
could not displace a firm with a comparative advantage in 
providing a particular good or service. Business firms gain 
and hold competitive advantage by becoming the most 
efficient producer of a good or service, and focusing that 
product to the needs a particular market. Ansoff's model 
characterizes this market focus in his model of the types of 
strategic thrust shown in Figure 4. These thrusts show 
potential directions for an organization; they will be 
applied to the Coast Guard Reserve in Chapter IV. 


SNTREPRE 
MEUAIAL 


EXPANSION OF | EXPANSION 10 
familiaRr RELATEO 
MARKETS MAAKETS GAARKETS 


INCREMENTAL AELATEO MOVEL PIONEERING 
PROOUCT prooucr Paooucr PRODUCTS 
ADAPTATION INNOVATION CONCEPTS 
BASFO ON 
RéOWN 
OCFENSIVE TECHNOLOGY ADOPTION OF CREATION 


new OF WOVEL 
MAINTENANCE OF 
MARKET SHARE TECHNOLOGIES | TECHNOLOGIES 


TO MARKETS 


AGGATSSvE SEARCH 
OF MARKET SHARE 


ADOPTION OF NEW MARKETING CONCEPTS 


PIOMEE RING MARKETING CONCEPTS 





Figure 4,(Ansoff,1979,p. 65) 
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The niche question focuses Strategy or. 


positioning an organization in its environment to achieve 


‘dominance. A dominant position results from compa:ative 

advantage. So, while the environment changes between 
~ 

military, commercial and public sector activities - the 


purpose of strategy, to achieve dominance, remains the same. 
This dominance leads to survival and accomplishment of 
additional organizational! goals. 


. 


The fundamentai processes of ottaining and 


transforming resources into cutput are also the same in 
Tea en toe Ie commercial activities Besices viewings 


micvhe, the strategist must consider the tiexibkliit: in this 
new position A. the environment changes, and new strategy 
evolves to meet these changes, the organization may need to 


Cepercding on the strategy. Steiner notes that: 


No company ever made a nicke! of profit by making plans; 


profit flows from the implementation of plans. The aim 
of Strategic planning...is to formulate superior 
strategies and to impiement them effectively. 


(Steiner,137S,p. 215) 
The budget is a key mechanism for ensuring that 
Profits occur with the implementation of a strategy. But 


profits result from sales to markets external tc the firm. 
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- 


Tne budget can only hope to target costs within the firm. 
pling costs - developing the product at a certain 
efficiency, the product can be competitively pricec in the 
external market. This pricing advantage leads to sales and 


profits. The next section further describes the role of the 


budget. 


D. BUDGETS 


AS a example, i: it. cost leadership strategy, a budget 
form: the keziec ier a contru: system. It provices an 
eee Sk ceonbins. assets and delive:i a progcct The 
SO ORvrtecss St the} = 6bbudcge’ te target ‘cn cost: =r the 
svecustie . budget eotompancec Fo oubticpent velune on the 


balel Luager. If these tersgets are achieved, the strategy 
Sul beECesdy. THie rece weete ine definition of budgets 
cfierec by Steiner 
Sucgets ale integrati:n, methcds toe translate strategic 
wees Dc, SRPVent® 2cct ons They are guides tc action. 
Tey ge. gtandarvds icr coordinated action anc thev 
FLrovics & basize fcr. controlling performance tu see that 
24 Lg ah conclsrmance with plans. (Steiner, 197%,5. 215) 
This definition parallels the use of budget in 
government organizations. Wildavsky cites multiple 


definitions for budget inciuding: 


links betweer financie! resources and human behavior in 
craer to accomplish policy objectives....concerned with 
trarnsiating financial resources into human purposes....a 
series of goais with price tags attached....a mechanism 
fox making choices among alternative expenditures. When 
the choices are related to one another so as tc achieve 


ie) 
t 
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desired goals, a budget may be called coo:dinated. 
Should it include a detailecd specification of how 
obtectives are to be achieved, a budget may also serve 
as a plan of work for those who assume the task of 
implementation. If emphasis is placed on achieving the 
most policy returns for a given sum of money, or on 
obtaining the desired objectives at the lowest cost, a 
budget may become an instrument for efficiency. 
(Wildavsky,1988, Pp. 2) 


As the company implements its strategy, it operates the 
control activities and monitors activity of its competitors. 
Shoule the environment change, or the control activities 
, “the zetrategist should implement another previously 
Getlanated alternative, or deveiop a new strategy. 


usisessezt need some predetermined measure tc evaluate 


the succes: ci the strategy, in essence, a controi mechanism 
‘ tuigge. « new fornulation phase Successfu: business 
stvaces, Cepe:nds on comparative acvantage i: three main 
prcceseses previcusly enumerated: 

- acquiring needed resources, 

- transforming them inte goods or services, and 

- successfully Celiverinsg them tc the consumer 
Ideally, the control systems monitor these critical factors 


anc predict the demise of the strategy with adequate notice 
te allow preventive or alternative action. Dissecting the 
budget into smaller time frames provides a control system 
which can signal smaller problems in daily or weekly cycles. 

There must be someone at the core of the strategy 


process to identify and make the critical decisions. The 
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ment section descvibes the roie cf that decision makez, or 


E. THE STRATEGIST 

These modeis and concepts Simplify the complexities that 
the strategist considers. He views both the organization's 
current situation and the potential to assume more 


acvantageous positions, such a focus is the very core of 
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Blv&il gy anc management. rucker proncunces this ar the 
en ge aig eee Ne £ » ata ow r : . 
Siret tas Of ton management, Saying: 
my nF ‘ eo < 1» £ - 2 i ‘ Ba x 
Theetge be t.ist, the task of thinking through the 
1 ae 
¢ bus S the peered 
% Ss b is 
. 3 £ 
Vv aang 
fe 
s 
he 
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A Po ed 
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@ a a the 
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Fe 1S ; oi bala e claves thie 
a Sate or - = ast Fs - 7 i re . “ at 
€Q: ¢f tccday agains: the needs cl tomerrew; anc that 
Bay 55 lee + os . - £ a oar | - y a Pa ae sfc oA ae 
Can «a..ocate resources of men anc money to Ae, vesu:ts. 
Peake ee, sinking te paras 
aa wate le: fs t,E Die J 


= Stlategisi needs a thorough knowledge of his own 
CLEShe Det. Sx (especially: strengths and weaknesses? to 


perform the functions listed by Drucker. More importantly, 


egquires perspective on the external environment to 


on 
C1) 
Lad 


identify threats and opportunities and to select the proper 
niche. Finally, he needs the authority to cause execution 
oi the strategy. These requirements for knowledge and 


vision limit the strategy function to top management. Thus, 
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creating @ niche is merely combining (or developing) the 


erganization's abilities with the opportunity where they can 


Besides vision, requirements for authority aisco place 


the strategy function in top management. Once the 
strategist selects the niche, he must have the authority to 
direct the organization towards that niche. He accomplishes 
this directing with contzrci systems, including the budget. 


The knowledge, vision, authority and contro! components 


foon business strategy overlap extensively with applications 


in the military. With frequent exchance of leaders between 
the two systems, such eoverlap is not surprising The next 
section conpares business and military cencept of 
Bicvategy it. identify similarities: 


The use cf folce separates military from corporate 
Etrategy, ye. nanny of the processes and ceéecizions parallel 
the business concept. Common definitions of military 
strategy emphasize the unigue use of power. Liddell Hart 


defines military strategy as "the art of distributing and 
appiying military means to fulfill the ends of policy. 
(Liddell Hart,1968,p. 335)" This mirrors Clausewitz, who 


said "war is nothing but the continuation cf policy with 
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cither means (Clausewitz,1976,p. 6$)." The U.S. Joint Chiefs 
? Strategy as: 

The art and science of employing the armed forces of a 
naticr to secure the objectives of national policy by 
the application of force, ox the threat of force. 
{Lykke,i$S@3,p. 3) 


Even though use of force dominates this idea, many of 


the techniques employed coincide with the business model. 


acvaerntage In military settings, comparative advantage can 
ete LLG M&l3 BOUDCES, iuclucine Surprise, Morale, 
flaisvin.,, technology, force size cr geography Business 
beste. Als seen to gain these types cf advantages .:. theiz 
Sry onnent. 

Business and tae rilitary depend on the scare techniques 
So LE Semens -cstwatec. AS AGnirel watkins said in kis 
(Ge eres 1 a ee. ear epee: Moar yc Sesto. s 
SC ee ers ee ani antellicence conbine + Serpe Che: o¢lve 
Sieg Dre Sees SAU EL PSLe Nocet eer o(Wethiee ,S Ot o4 
E ae The military enphasis en the functions of Command, 
Control, Communicatic.. and Intelligence (C215 fits the 


he 


ct 


formulation and implementation phases ascribed to 
strategic process in business. 
1. Formulation Phase 
The intelligence activity gathers information on the 
' 


opponent's strengths and weaknesses to initiate the 


Formulation: phase. Commanc activities calculate the 
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fForurity of present decisions and develop alternatives. 


Communication forms the iinks between all activities, 
transmitting information to and decisions from the commanc 
level. 
2. Implementation Phase 
The commander selects the best strategy and issues 
Girectives to combine forces and execute tactics. (This 


parallels the budget in the business organization). In a 


. doped 
- 


2 mee ak oa $8 Siar ns 
GOMMLIL Vac. OT» Gare Com Sher 


Rane 2 a; i Ger vs, “S es au mAMin=* rig: sof a ae . ann he - 
OS Be a Nia OL eaten 7 vere COMMancmer MUS lt CONUu.c. CON. es. 


wtivities - commitment of adcitiona: forces. Commanc must 
mo.itor the environment for changes ci: failures i. 
strategy; when these occur, command executes a preconceived 
alternative or reformulates the strategy. 
3. Conclusion 

The military modei closely paraileis the business 
mode: cf strategy. As Andrews observed: 
Deciding what an organization shouid do and getting it 


done are the universal functions of an organization 
teacder, in business or out (Andrews,1980,p. xiv). 
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ties = osten. from the common forces in the 
respective environments listed on page 6. Each organization 
aiso must formulate and implement a strategy using a system 
Similar to that developed by Andrews. The strategist 


evaluates the environment, just as Porter depicts the 


businessman analyzing industry conditions seeking 
comparative advantage Cnce this advantage is identified, 


a. ve = s a: So cro Sra! 
Se SD ew ise Area” = ot es ae 
me A = Tomer = _ cee -_? a + falcas ~- tc tgo as a = 
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a Oso JB cg ha Alt ee 4 
Sie eas BSiLUWs Pee Pe arise as Ode eine aig! On 42CEULSITLSG., 


ca 
$ 
cr 


-fanstormaticn;, akc -oetpus of the financial téssucces: which 


EMPpevt fis <etfsatecs Rll of these tools assizi the 
Btrvatesis' in developing anc executing his stiategy. 
PeGegculece €7 the gece, -EeTetted, <2tratees: Siieet “needs 
EVETHENE LE analyzic ts evaluete effectivenesi i: advan ve. 
ace iu. cee. oF the meki Section 


G. EVALUATING STRATEGY 

The prccess for evaluating strategy alsc confirms the 
consistency between business anc miiitary theories. To 
evaluate a prospective business strategy before execution, 
lt proposes the following criteria: 


y: The strategy must not present mutually 
nt goals anc policies. 
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Consonance: The strategy must represent an adaptive 
response to the external environment and to the critical 
changes occurring within it 

Advantage: The strategy must provide for the creation 
and/or maintenance of competitive advantage in the 
selected area of activity 

Feasibility: The strategy must neither overtax availabie 
resources nor create unsolvable subproblems. (Quinn and 
others,1988,p. 51) 


Although these precepts address business, they are 
equally valid for military applications and mirror the model 
and ideas previously presented. The importance here is not 
‘o cefine a universal concept of strategy, but to cdevelcy a 
_cular theeretical model and to test it Lb: applying i 
tc the Coast Guard Reserve. This provides a prototype which 


nm May alter to produce a mcie appropriate 


Model. An eventual modei will assist the organization in 
peuctacing strateg;. As Bryso. netea, the ‘first step in 
evtategy if: “Initiating anc agreeing on a strategic 
Plaunang process (Bryson,i988, p. 69)" 


Only the strategist can cesignate the appropriate modei. 
Eis .ceitio. ana experience provides the best perspective to 
select the mode:. Eis authority is necessary tc implement 
the strategy. His decision on model selection is Subject to 


7 


ultimate controls as explained in the next section. 


H. ULTIMATE CONTROLS 


One mazjor difference between military and business is 


the nature cf their ultimate control system. A business 
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and the military seeks to create peace, or in 
the event cf war, according to Liddell Hart, "a better state 
only from your own point of view (Lidell 
Hart,.968,p. 366)." Without profit, a business cannot 
Survive. To achieve peace, military crganizations need the 
willingness anc ability to project fcerce. So, although the 


mechanism is different, each organization has an ultimate 
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tan bere €@1.20 Ltevence te finance ite activitie:. At some 
= 4 ae u™ te * o- ~ an . 
rie. , tie te BREE oC government wi. festrict tne 
: a : 
grlosreilitiy of business. This an turn diminishes the tan 
Pa =” Ga siges ™ Re os t . - oe a ~ Prd 
eevernce: that fuel government's activities. Then government 


must reformulate its strategy, (just as military and 
business organizations) in order to survive when its 
Ves mwete Hs ; : ; 4 
altimate control mechanism, tax revenue, is triggered. 
Drucker supports this contention, saying: 
There are limits te what government can actually raise. 
There are even narrower limits to what government can 


raise wethous damaging the econom: seriously or 


unéeirnwsing the cohesion of the body poiitic....Above 
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tit, increased government revenue will not stimulate the 
eccrony. It wili either depress it and create what we 
now call “stagflation,"” or it will create mountins 
inflationary pressures....Raising the share that 
goveinment takes of the country's income above this 
threshold doe: not even produce increased revenue. 
Revenue may actually go down. (Drucker,1989, p. 73) 

No strategist, regardless of his environment, can ignore 
the ultimate control system. Losses in business, casualties 


in warfare, anc tax revenues in government become the 
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I. CHAPTER CONCLUSION 


This chaptei presented Strategy as a system concerned 


1 


with critical decisions on purpose and the future, in 
response to competitive conditions. Strategy invoives a 


£ 


complex process of formulation and implementation. This 
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Sivateg.c process develops and uses a comparative advantage 


to @xplciy oa situation and achieve goals, including 
fominetior ic Survival. The strategist: selects the 


comparative acvantage and arena for competition after 


analysis of the externa! environmenti's threats and 
Cppertunities. Ke combines this knowledge with his 
understanéing of internal organizational} strengths and 
Weannesses His VInOnEey “aalows: chim te <breck. “tre 
SeGeni se {lien towards implementation of the strategy, 
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Mistery, the strategist cbtains and transforms resources 


into some organizational output. In this way, the processes 
of business and military strategy are similar; however, each 
has a different ultimate control system, related to the 
Survival of the organization. Here again the budget 


provides a gauge, relating cost, progress towards goals, and 
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can be evaluated on the basis of 


for analysis of the Coast Guard 
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III. STRATEGY AND THE COAST GUARD RESERVE 
A. CHAPTER INTRODUCTION 

This chapter describes the strategy of the Coast Guard 
Reserve using the strategy model developed in the previous 
chapter. Because no explicit strategic plan exists for the 
Coast Guard Reserve, other documents such as the program 


detcripitcon, budget, and the Commandant's Long Range View, 


Wiil provide information tc reconstruct the strategy. B 

Gacscusa.on cf strategy first requires identificatic: of 

competitors; section B will cever this topic. The next 
re ' P 


section dGesviibes the formulation phase including the goais 


anc environment cf the organization. Following this, 
aiteérnatives anc their futurity are examined. Finaliy, a 


review cf contro. system:, including the budget, illustrates 
the implementation of the strategy. 


Nete that the mesh of management activities intertwines 
each cf the foilowing sections. Because of this mesh, the 
starting point is less important to strategy than relating 
the decisions on "what to do" and "how to do it.” This 
chapter seeks to reconstruct the answers to those questions 


from the perspective of the Coast Guard Reserve. 











B. COMPETITORS 
Addressing competition and comparative advantage 
requires identification of the opponent. However, 
government agencies are different as Stegletz contends 
Government enterprises differ from private enterprises 
in two important ways: they do not have to worry about 
bankruptcy, and they usually do no have to worry about 
competition. (Stegletz,1988, p. 199) 
Porter's model provides a convenient framework to 
question Stegleti's contention, by identifying the 


, new entrants, buyers, substitutes, and intensit 
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- Suppliers include taxpavevs,/Congress (fundinc!) and labor 
marmnet (manpower). 


- New entrants ave generally restricted by the liege! 
Mandate from Congres: to perforn. specific missions. 

- Buye.s generaily co not exist, Since services are 
provided as public gocds, free of charge. Eowevei, 
consumers of the services do exert politicéi piessure on 
Congress to provide funding to the Reserve. 

- Subst.ctutes ave generally restricted aiso by the legai 
entry barrie. provided by the Congress7 one al mandate. 

- The intensity of rivalry will be examined below. 


The Coast Guard Reserve faces political, economic and 
Military competitors. By definition, competition requires 
an adversary, and any advantage is relative, applying only 
to a specific opponent. The output of government agencies 
is generally protected from competition by a legal mandate 
which designates them as the sole provider of a particular 


service. Ir this sense, the Coast Guard Reserve confronts 


no competition. 
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As a U.S. military force, the Coast Guard exists to 
counter external threats of force in the international 
arena. Its wartime strategy must identify likely 


competitors and develop plans to dominate potential sites of 


conflict. Such a military focus is not the primary aim of 
this thesis. However this military purpose must. be 
considered, as it provides an ultimate focus for the 


organization's resources. 


wlithin Government, agencies face political competition 
Li. othe Congireszional arena for funding. The size cf the 


Congress can become a compa:ative advantage 
acéinst the wartime adversary. The comprehensive strategy 
muct vecognizce this competition tor Congressional ‘funding, 
ever theuch there may not he a specific competitoi: offering 


he Coast Guard Reserve. 
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The Coast Guard faces economic competitors as it 
recruits manpower te perform the orgarization's missions. 
This competition differs little between the public and 
private sector. Within the military, other services can 
become competitors fer entry-level youths. 

Thus, the Coast Guard Reserve faces multiple 
competitors. Strategy hopes to relate a means to dominate 
these competitors, who change with the focus. As shown in 
the model, an organization prevails by exploiting some 
comparative advantage in either obtaining resources, 


transforming them into products, or delivering the eventual 
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output of the organization. The political and economic 
competition occur in obtaining resources; the military 


competition occurs in delivering the eventual output. 


C. COMPARATIVE ADVANTAGE 
The main advantage that a government agency holds over 


any possible output competitor is the barrier to entry 


represented by the legal mandate to perform the mission. A 
cost leadership strategy can erect a further barrier to 
entry In the current government climate of restrictive 
See oLire cezt leadership is an excellent supporting 


sults expansion of an agency 


Lnto rerates of MUlLtIip.e missions, which buiic om existing 


duties. If little margina; cost is incurred to accompiish 
the new taskin:g, fElxecd expenses are spreac over a wider 
range of activity, further decreasing unit costs. Such a 


sceneric serves aS a possibie explanation for the inception 
sf the Maritime Defense Zone. 

The Navy faced increasing global responsibilities and 
saw the Coast Guard as the relatively low cost provider of 
needed security in U.S. coastal zones. Procurement costs 
fox providing the Coast Guard with upgraded communications 
and weapons systems were minimal compared to the Navy’s cost 


of constructing a separate capability. 








The Coast Guard Reserve similarly enjoys this type of 
comparative advartage and fills needs in the active duty 


Coast Guard. The Coast Guard has increasing 
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responsibilities in ali mission areas. In certain missions 
the Reserve is the low cost provider of manpower. Those 
situations occur, where Reserve training programs can meet 
the skill needs at a cost lower than an active duty 
resource. 


Sc, even though government agencies genera? 


rroftit mechanisn, the Coast Guard Reserve faces competition 
ato oiacwy levels. Even with a legai mandate to reviorm the 
MLESLOL, competition for resources occurs in the 
COnguess.0nmai. arena agains? cther agencies The mwalitary 
covpete: for manpowe. i. the general society. A= an armec 
Poses the Coast Guard prepares for competition against 
anternéticnal opponents. Given this general framework cof 
competituc., stratec: Dormulation Ste@HEe Le develop 
alternetives which exploit the cesired comparative advantage 
at whe multiple levels of competitien, facing various 
opponents. 
D. FORMULATION PHASE 

The formulation phase includes defining the 


organization's goals, assessing the environment, and 
developing and evaluating the futurity of alternative 


strategies. 

















l. Goals 
The Coast Guard Reserve defines its goals as 

follows: 

The purpose of the Coast Guard Reserve is to provide 

trained units and qualified persons for active duty in 

the Coast Guard in time of war or national emergency. 

(UC.S. Coast Guard,October 193,1988,p. 2) 
The organization that evolves from this goal will depend on 
the amount of resources obtained and the transformation of 
these resource to provide output. The financial resources 
obtainecd will depend on pclitical decisions in Congress. 
Financiai resources wili impact the economics of recruiting 
manpower. Transformation by training will determine the 
capability of the force to perform in war or emergencies. 

Congress sets the broad goal for the Coast Guard 

Reserve in authorization and appropriation bilis. 
Internaily, the Coast Guard Reserve establishes subordinate 
gcalis. For resource competiticn, transforming processes, and 
capability of the finai output. Information in the budget 
and other control systems reveais the strategy's emphasis in 
these subordinate areas. To meet the overarching goal, 
strategy considers the environment to discover ways of 
gaining or exploiting a comparative advantage. Subordinate 
goals may be established relative to specific threats and 
competitors. Strategy attempts to relate these subordinate 


goais to accomplishment of the overarching goal. 
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2. Environment 
This section examines environmental conditions. The 
environment substantially impacted the Coast Guard, 


especially the Reserve's two primary resources: people and 


money. Economic conditions changed competition for funding 
with other agencies in Congress. Demographic factors 
changed competition for manpower. The demand for 


Congressional funding is increasing, and the availability of 


manpower fcr the Armed Services is decreasing. These 
elvironune tai concitions affected the resources obtained ky 
tne Ceast Guard. In turn these resources constrainec the 





Tie Ecrulation 2e t Z4 years peakec in 1562 at 353.5 
millica--a tcetel that may not be surpassed for at least 
Lie ne 170) years This “military~acge" grouy wiil 
cécline by arounc 7 million through 19S€ and then 
Gvadually incvease again to peak at around 27.7 miilion 
an FllLo f(ecompareble to the population level in 1987).... 

From 1972 through 1984, the populaticr of lS-year- 


olds exceeded 4 miliior each year, peaking at 4.5 
miilioi in 1980. For most of the 1990s, the 19-year-old 
cohort will number fewer than 3.4 million, about three- 
quarters the size of the 1980 level. In the year 2010, 
it is projected that there will be 3.9 million persons 
at this age, historically the median age of military 
recruits.... 

The U.S. population is aging: the median age 
nationwide was 31.5 years in 1985; in 2010, the median 
age 1S expected to be more than 5 years older, as the 
youngest members of the “baby boom" generation (born 
between 1946 and 1964) celebrate their 46th birthday. 
im 1985, there were 28.6 million Americans age 65 or 
oldex, representing just under 12 percent of the 
popuiation. In 2010, the number cf persons in this age 
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group will be about 39.2 million, constituting close to 
14 percent of the totai population--with those 80 or 
oldex numbering almost 8 million more than in 1985. 
(Eitelberg,1983,p. 7) 
The Coast Guard strategy competed for 
Congressional funding to meet all its program needs, 
including expected increases in recruiting costs. At the 


same time, competition for Congressional funding increased 


from other agencies in the Federal government, driven in 


part by the same demographic trends. The aging population 
réqulve: increasing resources in entitlement areas as shown 
ix figure 5, cn the following page 
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Entitlement Payments for Individuals as a 
Percentage of Gross National Product, Fiscal Years 1965-86" 


Unernployment 


Sociat security and related prog 





*Social security and related programs includes old age and survivors’ insurance, social 
securily disabilily insurance, and railroad retirement. Federal employee retirement 
includes military and Coast Guard retirement pay, civil service and foreign service 
tetirement and disability, and compensation paid to veterans and their survivors as a 
result of service-related death or disability. Public assistance includes supplemental 
security income, grants to the states for aid to families with dependent children, food 
stamps, the earned income lax credit, and veterans’ pensions. Health includes medicare 
hospital insurance, medicare supplementary medical insusance, and grants to the states 
for medicaid. Unemployment includes unemplovment compensation, trade adjustment 
assistance, and federal employee unemployment benefits. Other includes child nutrition 
programs, the special milk program, guaranteed student loans, veterans’ readjustment and 
education benefits, coal miners’ (black lung) disability benefits, special workers’ compen- 
salion expenses, Veterans’ Administration burial benefits, and the national service and 
US. government life insurance fund for veterans. 


Source: Kent Weaver, “Controlling Entitlements.” in John E. Chubb and Paul E. 


Peterson, eds., The New Direction in American Politics (Washington, D.C: Brookings, 
1985), p. 313. 


Figure 5 (Wildavsky,1988,p. 270) 
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Besides demographic trends, Gramm-Rudman further 
squeezed government spending, by limiting spending to 
revenue from taxes plus a declining deficit balance. With 
continued gains in entitlements and limited growth in 
government spending as a result of Gramm-Rudman, the Coast 
Guard faced increasing competition for the remaining dollars 
an the Federai budget. 


issions: The Out i nt 


om 


The competition for input resources i5 a means 
for increased funding anc manpower 


Serves the goal cf providing more output to the eventual 


consumers of the organizaticn's goods anc Services. As 
we se et sm ared gr kis roe wot on £ Navy 1Sssj < 
TULLE. motec an his discussion of Navy missions, 


< 


...WE must empha € outpui....because a net. -n of 

conceinec free c zens anc skeptical ‘taxpaye:s is 

naturally more interestec in what is harvested then in 
f ; 


Wee a eg ty f s Ae: ay 
whst 12 Sewn. { 


2Urner,awtrv+, EF. 2) 


The focus on output forces an organization to 
articulate its value. That is, an organization must compare 
the results of its existence versus the absence of that 
organization. The results of this analysis should show that 
the benefits are greater than the costs; in other words, 
some vaiue is created by the organization. 

Wildavsky identified the general tactic in using 
output to compete for Congressional funding as "Find a 
clientele....Serve your clientele....Expand your clientele 


(Wildavsky,1986,p. 101-02)." The clientele provides a 
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means to lobby Congress for increased appropriations. 
Because of diversity in peacetime and wartime missions, the 
Coast Guaid's clienteie will vary with the mission. Lack of 
a single large client limits the Coast Guard's power to 
influence the Congressional appropriations process. 
Diversity among clients adds and detracts from 
the Coast Guard. One possible benefit is the more efficient 


Gélivery cZ services. To the extent that the Coast Guard 


does not fully empicy its resources performing current 


eae fi ae de ta By Re Jaa 3 a Zz mi leen eet apes yO + oy: Y Pare Ss 
Ce Saas oe Wa. tl 2hCireaSing Overais COST. Puc a FLUCESE 


Ler interest groups into 4 larger 


more politically powerful entity. 

Converse.y, the same precedure cai. provide a 
Oysiuictacnal force, whe: the Goals of these interest groups 
a5 net ctinride Seiection of one goal allienates the 
propGuent: of tne opposing goa. The alienation affects 
Suppirters both inside anc outside the organization. Coast 


Guard leaaers face a challenge to balance these competing 
roles anc missions, where they do not overlap. The 
ieadership's juggling ability impacts internal morale and 
externa: politica! support. 

The competition for funding overlaps the 
competition for the legal mandate to perform solely the 


assigned government functions. Nearly every mission of the 


Coast Guard is peripherail; erformed with other government 
P P Pp 














agencies. For example the Drug Enfcrcement Agency, Customs 


and the Coast Guard all perform some drug interdiction in 
the maritime regions. The Department of Defense also is 
being tasked with an expanded drug interdiction mission. 

With the exception of Ice Operations, Marine 
Licensing, and offshore Maritime Search and Rescue, the 
Coast Guard shares some portion of its remaining eight 
missions with other organizations. For a listing of Coast 
Guard missions and their competition, see Appendix A. These 
overiéps in mission responsibility result both from politics 
anc coneernus fEcr efficiency. Assignment of an addcitiona: 
can absorb siack, making government more efficient. 
Zoweve., redundant capabilities can also inflate the overall 
ce. ci provicing government goods and services. 

This concern fc: government efficiency helpec 
~he Coast Guard assume a forma! role in the Maritime Defense 
Bone. The Defense Department's need to protect its supply 
chai:., including origins, coupled with increasing Defense 
bucggets in the 1960's was a catalyst for the Maritime 
Defense Zone concept. New Navy commands (headed by Coast 
Guard Vice-Admirals, directing Navy and Coast Guard units) 
were guickly established to defend U.S. coastal areas and 
vital ports of embarkation. 

However, this concept also introduced a very 
1 threat of competition. This threat materialized in 


jlitary operations centers when Navy reservists worked 
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interchangeably in billets also filled by Coast Guard 
reservists. Significant capabilities also exist within the 
Navy in sméi:i boats, riverine, and other coastal patrol 
activities. These capabilities can substitute for the Coast 
Guard or its Reserve. 
A similar situation occurs in peacetime missions. 
In 1972, the Congress mandated that the Coast Guard 
Reserve augment the active service as a peacetime 
mission. (Sparks,1989,p. 1-5) 
Untortunately, any increased performance cf peacetime 


Tissiorns by Reservists could reduce the need for active duty 


’ 


wetources to pericin the same mission. The active duty 
Coas* Guard mar oppose growt: of the Reserve, if it 
accompanies, - cCecline i: active Guty strength. Ana the 


assignment of peacetime anc wartime missions injects the 





COMPS 

Investigating the environment identified 
increasing competition for resources. Other government 
agencies desire funding; civilian and military organizations 
compete for manpower. This competition extended to the 


output arena, where organizations" missions encroached on 
opponents. Some agencies expanded, assuming missions that 
complemented their existing purposes. The Maritime Defense 


Zone concept exemplified this expansion by the Coast Guarc. 
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However, this mission blurs the distinction 
between services, especially as manpower sources. This 
potentially threatens the Coast Guard Reserve's status as 
the sole provider of manpower to meet expanded Coast Guard 
needs during wartime. Wartime preparation also competes 
with peacetime responsibilities. The strategy, through 
control systems, needs to balance application of the 
organization's resources between the various competitors for 
outpat. The strategy also needs to relate its output to 
rescurce requirements, to compete for those resources. 

3. Futurity and Niche 
The next stage in the strategy medel aims tic develop 
alternatives and examine their futurity. Alternatives 
itical, and economic arenas. 


uturity concerns the consequence of mobilizing 
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clce an wartime cr nationa? emergency. This 
caliculatic: ceterviines force size, training level, and 
y, the political futurity concerns 
the cost of devoting additionai resources to government and 
the mix of different agencies within the government. The 
economic futurity examines ways to attract manpower. 

The futurity questions integrate information 
obtained in the goals and environment sections. During the 
1980's, the national agenda emphasized both Defense and Drug 
Enforcement. This environment potentially favors the Coast 


Guard and its Reserve, with missions in both of these areas. 
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a. Military 
During the 1980's the Coast Guard revitalized 
its wartime planning efforts. War plans were updated and 
exercised. The source for much of this effort may have been 
political. But the net affect was a closer examination of 
these missions. Focusing on war and national emergencies 
brought the mainstream of the Coast Guard closer to the 


mission of the Reserve. 


The active duty Coast Guard retained 
responsibiiity for drafting and executing war plans. The 
Resezve Program served as a manpower broxe: to provide 


trainec personnel, who would expand existing units. Thus, 


the Coast Guard Reserve emphasized peopie and training. It 
aic not have to identify a wav strategy, only develop 
Manpowe: in response to the strategy's military needs. 

‘s Political 


From FY 198C-FY 1989, the authorized strength of 
Department cf Defense reserve components rosé 38.1% and 
appropsiations increased €3.4% (in constant FY 80 dollars) 
(U.S. Coast Guard,July,1989, p. 2). Because Congress 
traditionally funds DOD at 95% or more of their estimated 
wartime needs, the Coast Guard wanted its reserve to mirror 
the Department of Defense (DOD) in relative size. 

Coast Guard staffing in the early 1980's was 
approximately 50% of their estimated wartime needs. Public 


Law 100-180 directed 
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the Secretary of Transportation to submit to Congress a 
plan to enable the Coast Guard to meet 95% of its 
wartime mobilization requirements by 3C September 1988 
(Department of Transportation, 1988,p. 1) 
This Congressiona: mandate also focused attention on the 
question of force size. The Secretary's response indicated 
a shortfall between "7,800 and 14,125" persons (Department 
of Transportation,198&8,p. 1). Once political forces 
encouraged this alternative, the Coast Guard devoted few 


rescurces to developing other options. 


Given their goais and short term environment, 


tne Coast Guard emphasized growth. The growth focus takes 
fies advantage of the political environment in Congress, 
but, it al150 implied emphasis cf wartime over peacetime 





e Economic 
The Military enjoyed recruiting success in the 
1S€%'s in spite cf the demographic trends. The strategy's 
coneer: with obtaining personne: resources Gepencet on 
educationai benefits 
Today there a recognition in ail circles that 


educationa! benefits can be a very important attraction 
of military service; and, furthermore, these benefits 
can be targeted to specific markets of highly qualified 
youths. (Eitelberg,1988,p. 17) 
However, other competitors in the labor market 
will match these enticements if they want to compete. Other 


armec services use different levels of educational benefits 


to. aud. (ih. Yeeructing:. The inescapable impact of this 
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Geclining supply of manpower is that the recruiting 
environment will become more competitive, given the same 
demand for entry level personnel. In response to the 
ancreasingly competitive market, the Coast Guard transferred 
recruiting responsibility to newly created Regional 
Recruiting Commands in 1986. 


ad. Budget Confirmation of Strategy 


During the 1980's the budget institutionalized a 


basic structure of expenses for the Reserve Program. The 
budget pioces: focused on changing these costs oni 
marainall:. These changes depended on expansion ocr 
contraction ai: the size of the reserve force. Accordingly, 
this evicence confirms th- Coast Guacd Reserve's formulated 
gtivates,. The following summary of the FY 19¢? budcet shows 
planne! expenditures (in S thousands): 
Reservisis’ Weexend Drill Pay (IDT) 24,700 
Reservists’ 2 Weeh Annual Training Pay (ADT) 9,5C5 
Cubeetas 34,250 
Subic ts 500 
Ske a Bois 90CG 
rice 500 
Exercises 600 
instructors 200 
Recruit Training 3,900 
Subtotal 6,600 
Support Facilities Operaticns/Maintenance- 
Reserve Training Center Yorktown 2,800 
District Offices 1,000 
Headquarters : 600 
Frogram Support 2,200 
Other 2990 
Subtotal 6,800 
47 





Support Personnei- 


Military 16,600 
Civilian 2,200 
Staff Travel/Boards 500 
Flags 100 
Subtotal 13,400 
Grand Total 67,000 


Internal budget development documents revealed 
limited analysis on these “base" expenditures. Management 
emphasized incrementai changes to this base, in the Resource 
Change Proposal process. Requests for Congressional 
appropriations defended this base and proposed increases. 

The hnighest priority for increased funding 
focused on increasing the number of Selectec Reservists, 


comparecé with quantitative or qualitative chang: i: any 


othe: areas or aspects. Recruiting received constant 
emphacic from lS98€-l9EE. The Rear Admiral heading the 
Reserve Rrogran wrote personal letters to District 
Commanders encouraging them Lo recruit additional 
reservists, even if those numbers slightly exceeded 
authorized strength ceiiings. Growth was the primary focus 
icr budget increases in fiscal years 1988 and 1989. In 
1988, the number one priority was to increase reserve 


manpower by 500 persons, at an additional cost of $5.7 
million (Coast Guard,1986,p. 3). In 1989, the service faced 
increased competition in recruiting. To meet this 
challenge, they requested funding for additional reservists 
anc @ larger recruiting force (Coast Guard,1987,p. 1), while 


lower pricrities addressed training programs. 
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4. Formulation Conclusion 
This analysis has shown that the Coast Guard Reserve 
has no formal process for formulating strategy. Examining 
goals, the environment, alternatives and their futurity, and 
the budget process allowed inference of one main 
alternative: 
- Mirror the Department of Defense and request manning at 
$5% ci wartime requirements 
- Focus on the size of the Reserve Force as the key issue 
- Maintain the current resource base, and attain growth 


through increased Congressional funding 


This adévessel the initial questions in the strategy 


modea 
- What are the organization's goals 7? (Soais) 
- What are the consequences of alternatives (Futurity) 
- Wheat ia the environment ? (Environment ) 
However, Eormulation and consideration cf aiternatives 
Sphecia tO be Linc ted Inertia, politica: forces, and lack 


ef staff to cevelop alternatives, al! piayed some role in 


lim.tin. the Gevelopment and consideration of alternatives. 
The impiiead strategy concertratecd on the input 
arena, competing for additional reSOUICES. This 


concentration iinkec to the output focus of the Maritime 
Defense Zone mission. There is no direct evidence to 
confirm the comparative advantage that the Coast Guard 
Reserve sought to obtain, develop, or exploit. The general 
nature of government organizations confirms that an entry 
bariie: exists to legally restrict competitors to the Coast 


GuarG Reserve. 
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The Coast Guard reorganized its district offices and 


headquarters to merge war planning and reserve management 


under a staff element entitled Readiness & Reserve. No 
ower field level reorganizations occurred. The net affect 
was to formalize under one manager, the resources 


responsible for developing and executing the Coast Guard's 
wartime strategy, with the resources responsible for 
<raining reservists who execute part of that strategy. 
Otherwise, planners postulated an expansion cf the existing 
organization to absorb any growth in the Reserve force. 
irms these 


Tniermation in the implementation phase con 


conclusions. 


E. IMPLEMENTATION 


Tre final question in the strategy model concerns 
controlling implementation. The Coast Guarc accomplisnes 


implementation with the budget and a series of management 


reports. These include spending, activities, anc readiness 
reporis 
1. Budget 
The budget is a control mechanism for 
implementation: it sets targets for expenditures. The 


budget translates the strategy into financial terms, 
Controi activities depend on these quantitative measures to 
monitor and enable implementation. Monitoring budget 


execution, comparing actual expenditures against these 
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targets, identifies problem areas for corrective actions. 


Full expenditure of ali money appropriated by Congress is 
critically important to the growth strategy. It is hard to 
request more funding next year, when an agency has not spent 
a smaller amount in the preceding year. Wildavsky 
illustrates this situation by saying: 
Tf an agency has a substantial carryover, the Budget 
Bureau and especially the appropriations committees may 
take this as a sign that the agency does not need as 
much as it received and may cut off that amount in the 
future. (Wildavsky,1988,pp. 89-90) 
This expianation alse applies to recruiting. There 
Lhe Reserve sought to show that it weouid fill ail existing 
bliilets @: « prelude to requesting additional manpower. 
2. Spending and Activities Reports 
Duarteriy Spending summaries report status of funds 
and ledger obligations. The status of funds report advises 


for a 


intentions <<. fully spend the budgeted amounts 
Guaster. Reporting occurs two weeks before the end of the 
quarter. The ledger obligations show the amounts obligated 
for specific purposes during the quarter. 

The activities reports summarize man-hours or days 
of training activities performed by reservists. Monthly 
reports iist the weekend drills, and quarterly reports count 
the two week active duty training periods. Apportionment 


targets for time spent on weekend e¢drills include 65% 


augmentation, 25% formal training, and 10% unit 
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administration. The two week active duty training report 
includes the number of total days according to the major 
training activity pezicrmed in the period. Again, existence 
of these reports suggests the importance of fully spending 
budgeted amounts and completing a prescribed quantity of 
training activities. 
3. Readiness Reports 

Although the activities and spending reports provide 
a picture of expenses (what was done), the readiness reports 
address efllcrency and eifectiveness (how wel! it was done}. 
These inspections grade individual reserve units or tneir 
preparations to tespond to a general war mobilisation. The 


phasis in this report shifts from resourse consumption te 


The veadiness evaiuations WOUIG ingicate any 

radations rag force Qual Loy. 5 substantial 
cesradat:io fou qua 4 Eowever, substan 

revisions to this evaluation during the i980’: negate 


comparisons. The emphas:s of this report or wartime 
Missions impiies that a unit commander's success depends 
mere on the ability to prepare for war versus peacetime 


missions. 


F. CHAPTER CONCLUSION 
This chapter traced the current Coast Guard strategy 
through the model outlined in Chapter II. The Coast Guard 


faced increased competition for Congressiona: funding and 
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woikers. In response, it emphasized military missions and 
crug enforcement as a means to compete for funding and 
Growth. Educationa,: benefits and reorganization of the 
recruiting function helped to compete for manpower. 

Inteznal control activities identified the key 
activities critical to the success of the Coast Guard's 
strategy. Controis focused on full consumption of 
resources, full performance (quantity) of training 
QePrVit eS, ana readiness of reservists for genera: 


TO 2 Dias Ges. Trese indicaters combine to confirn the 


The uent chapter evaluates the success of this strategy, 
anc identifies problems anc their causes. Suct. analysis 
will onmet Solve tomorrow's pichlems. The continucus change 

the envivonment dictates constant evaluation and 


adaptation Ls any organicaticn practicing stratesgy. 
t 
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IV. EVALUATION OF THE STRATEGY 


A. CHAPTER INTRODUCTION 

This chapter evaluates the strategy outlined in the 
previous chapter. Evaluating any strategy requires some 
device for measurement against criteria and standards. The 
Coast Guard Reserve has no formal documentation of its 
strategy, which would indicate its aspirations in the 
spectrum between survival and domination. The Coast Guard 
Reserve's strategy clearly called for growth, but suck a 
gambit could easily serve to conceal a more modest goal of 
Survival. Therefore the evaluation in this chapter is 
relative to some assumed goals of the strategy. 

Besides the goal of growth or survival, the strategy can 
be measurec by adherence to strategic principles. Based on 
these various measures, different degrees of success 
occurrec. Where some weaknesses are identified (relative to 
a specific goal), analysis will indicate probiems and their 
causes. Chapter V will develop some specific solutions. 
However, the entire evaluation of strategy and its success, 


as Liddell Hart cited, depends on your “own point of view.” 


B. ORGANIZATIONAL GROWTH/ SURVIVAL 
From FY 1980-1989, Selected Reserve strength grew 11.1% 


and appropriations grew by 4.0% (in constant FY 8¢ 
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doilars)(Coast Guard,November,1989,p. 2). The ratio of 
force size to appropriations suggests that either fewer 
relative dollars deiivered the same or higher quality force 
due to increased efficiency, or holding efficiency 

constant, the force size grew while the quality declined. 
Confirming the correct conclusion requires a definition of 
mission performance, and no such definition exists. A mix 
between the two alternatives is also possible, but again 
unprovabie. 

When viewed in annual increments, the strategyv's 
manpower quantity results deciined in 1988 and 1198S. Froma 
peak of neariy i3,0C00 in 1987, strength declined to just 
ever 12,500 in 19€3, and to appreximately 12,200 in 1938S 
(Coas. Guard,Novembe: ,1969,p. 2). Funding also peaked in 
2377 at S$70M, deciined $5M 2:. 1988, and recovered tc around 
SNe) ale ae GOA (All Figures in constant FY 89 dcliars.) The 
@ppveopriation ain FY 89 differed by only 4% from the funding 
,evels of FY 80 {in constant FY 89 dollars). 

Comparec to the growth of the active duty Coast Guard, 
Navy and Navy Reserve, the Coast Guard Reserve declined. 
Figure €, on the following page, shows the time trend during 
the 1980's of these organizations' appropriations. All 
doliars are in 198$ dollars; and 1980 equals 100%. 


Appendix E contains the data used to construct Figure 6. 
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Tf the strategy's goal was growth to a force size of 
approximately 20,000 selected reservists, then the strategy 
was unsuccessful. However, if the goal was to maintain the 
selected reserve at 1980 levels, then success occurred. The 
main reason for failure to achieve growth is unsuccessful 
competition in the Congressional arena for funding. Based 
on desires to expand the size of the Reserve force, future 
strategy must develop some means to obtain additional 


funding. 


C. THEORETICAL VALIDITY OF STRATEGY 

B&R theoretical: basis car also evaluate the success of a 
strategy. The critev:is for evaluating strategies from page 
23, identified four main areas: consonance, consistency, 
feasizviliity and advantage. In retrospect, each ci these 


factors infiuenced and limited the Coast Guard Reserve's 


stratecy. Some cf the strategy's probiems appeared in more 
than one aree. Examining each cf the four main areas wiil 
identify these problems. 


1. Consonance 
The consonance criterion focuses on the previously 
discussed desire for growth. The criterion states that: 
The strategy must represent an adaptive response to the 
external! environment and to the critical changes 
eccurting within it. (Quinn and others,1988, p. 51) 


Changes in the environment indicated an increasing 


competition for resources. The Reserve hoped to compete for 
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additional funding by documenting serious manpower 
shortfalls. The consonance aspect reaffirms conclusions 
from section B. in this chapter. 
2. Consistency of Goals and Policies 
The consistency criterion states that: 


The strategy must not present mutually inconsistent goals 
and policies. (Quinn and others,1988,p. 51) 


The organization's goal continues to be providing a trained 
force in time of mobilization. The strategist knows from 


his study of the environment, that competition for resources 


is incieasing. This may mean reduced resource levels for 
the Coast Guard Reserve. if so, the resources obtained 
should be focused on the most important goais of the 


organization. 

cr example, training the wrong peopie for the wrong 
mission will squander scarce resources. Suck inefficiency 
compicnises an agency's credibility with Congress. Within 
the organization, such contradictions defiate morale. The 
Congressional affect diminishes the agency's abi 
compete for increasingly coveted resources. 

The goal of providing a trained force in time of 
mobilization can vary depending on the force size, levei of 
training, and type of war, national emergency or 
mobilization. The control systems confirm to subordinate 
managers the emphasis among these goals as desired by top 


management. But the control systems contain some inherent 
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limitations that confound the communication of 
organizationa: intentions. However, control systems were 
effective if the goal was maintaining the size of the 
Reserve force at 1980 levels. 

Given additional goals, the control systems were 
less effective. Coast Guard directives task Reserve Units 
with training for mobilization. An additional goal 
emphasizes that 65% of that training should occur as 
augmentation, where performance of a regular peacetime 
missicr effectively trains reservists for their mobilization 
assignmeni. The opportunity fox augmentatioi: varies 
ly between reserve units, and this variance 


creates consistency probiems within the goais of the 


& unit's location adjacent te its mobilization site 


Llowe the opportunit: to accomplish augmentation. 


4 


Rugnmentation requires an overlap between peacetime and 
wartime skills which does not always occur. Fersonalities 
at the unit level also compromise the potentiai to perform 
augmentation. The active duty Commanding Officer can 
preclude effective augmentation by not tasking the 
reservists with missions or denying access to the equipment 
needed to perform the mission. 

Location of a Reserve Unit away from its 
Mobilization site, or proximate to active units performing 


different missions creates additional limitations. For 
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example, a reserve unit's mobilization mission could be 
supervision of ammunition loading. Yet reserve units with 
this mission are not always located where these activities 
occur in peacetime. Thus, augmentation in many ways can 
present mutually inconsistent goals. And the budget 
seemingly does not distinguish between reserve units based 
on the degree of difficulty in completing training. 
3. Feasibility 

his augmentation situation coupled with a ‘ack of 
budcetary response alsc violates the feasibility criterion. 
This criterion states that "the strategy must neither 
overtax availabie resources nor create unsolvable 
subproblems (Quinn and others,i988,p. 51)." Uniess the 
links resource levels with training needs, the Coast 
Guard Reserve's strategy violates the feasibility critezion. 
Cthey centre! reperts might confirn this problem; instead, 


the; combine with inconsistent goals to further: mask t: 


Again, cortrol veports generally direct the Reserve 
field organization towards desired goals. But the time 
sequence for submission precludes any automatic responses 
which correct off-target activities. All reports arrive at 
Headquarters after the significant activity occurs, so, 
intervention can only focus on long term remedies. 

Another limitatior, in these controls is moral 


rd, a condition which occurs when, according to Baumol, 
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“Payment by results...elicits an attempt to change the state 


hs 


cf nature (Baumol,iSéi,p. 16)." A degree of mora: hazard is 
present in each of these controls: the activities report, 
the ledgers, and the readiness evaluation (as described in 
Chapter III-E}. 

Moral hazard would compromise the activities report 
when weekend drill activities could be rationalized to fit 
more than one category of the 65-25-10 distribution (see 
Shifting drills from one category to another 
woulce achieve the desired distribution, even though the 
underlying activity did net change. 

The ledgers only report amounts cbhizgated or 
earrnarrec fcr a specific purpose. If managers were iow or 

unecs. mothing preciuces a low estimate on the cost of a 
Ereject. Manipulating deta in either direction would allow 
he funds manage. to fulisy chligate Lis appropciation. 
> System being introduced in fiscal 
year LSC -sheu.e Bi orenate the potential €or this: practice. 
Tis Rew systen allows real time access tc managers at all 
Levels, whe can Getermine the amount of actual expenditures, 
as they occur. The potential improveme..t cannot be 
confirmed until the system is fully operational. 


The reaciness reports are also susceptible to moral 


Macavc. Units can report training levels and qualifications 
beyond what members actually attain. Unless these basic 
recerc: aie checked, scores become falsely inflated. 














Readiness reports only address wartime scenarios, but unit 
commanding officers also have responsibilities to prepare 
for natural disasters. However, the Coast Guard does not 
evaluate the state of readiness for this contingency. Here 
again, goals are not consistently controlled, and without 
resource links, they are also unfeasible. 
4. Advantage 

The last criterion addresses advantage, "The 
strategy must provide for the creation and/or maintenance of 
competitive advantage in the selected area of activity 
(Quinn anc ecthers,198&,p. 51)." The advantage criterion 
shows a major weakness in not having a strategy making 


znce the advantage is not clearly identified, its 


bye 
m 
oO 
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creation and maintenance cannot be integrated in all the 
organization's processes. 
The consistency and feasibility areas already 


demonstrate: the potential OL systems to become 


£ 
a 


rads supporting the comprehensive strategy. 


9) 


aysfunctional tow 
Morecve:, some a¢cvantage needs tc be identified which is 
comsonant with the environment. The Coast Guard Reserve's 


strategy suffered from flaws in each of the four areas 


evaluated. Some problems overlapped and affected more than 
one area. Problems in control systems of timeliness and 
moral hazard require solution. Strategy formulation aspires 


to address all of these areas simultaneously, so that 


sclutions to problems in one area support the other areas. 














The budget provides an integrating mechanism, linking the 
organization’s goais and problems with the resources 


earmarked tc accomplish goals and solve problems. 


D. CHAPTER CONCLUSION 

Chapter IV reviewed the strategy of the Coast Guard 
Reserve, evaluated its success and sources of problems. The 
Coast Guard emphasized military roles and manpower 
shortfalls, but the Reserve force did not grow as expected. 
Congress did net provide additional funding. If the goal was 
growth, ther success was limited; if the goai was survival, 
was more successful 
From a lacy of consistency and feasibility. Moreover, some 


svstematic basis is needed to identify and implement 4a 


comparative advantage. Some means to duecument the efficient 
use of existing resources could help the Coast Guard compete 
for Lresouices. Better methods of directing resources, 


regardless ci the ievel received, could improve attainment 


The next chapter uses the budget to propose = an 


alternative which solves these problems. 


63 








V. IMPROVEMENTS TO PREVIOUS STRATEGY 


A. CHAPTER INTRODUCTION 

This chapter uses the budget to solve specific problems 
identified in the previous chapter, including a 
clarification of goals and improved control systems which 
ensure that attainment of goals is feasible. The budget can 
perform this function, but not in its present form. 


The budget and other control systems currentiy focus on 


full censumption of resources. Eut, consumption is not the 
organization's goal. The Reserve intends to provide a 
service to the nation. Ang as Turner notec, the nation is 


more inmterestec in output. The budget coulc identify output 
£ the financial inputs were tracked as assets, in an 
accounting sense. The purpose of this chapter is to track 
the organization's resources through the budget. 

The first section defines an organization's activities 
as expenses and assets. The next section differentiates 
between the various types of assets. Following this, a 
clarification of output is offered by viewing a skills model 
and the difference between present and future consumption. 
Finally, a control system is proposed to use the budget in 


its reconstituted form. By discussing the organization in 
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this framework, the chapter will offer solutions to some of 


the problems identified in Chapter IV. 


B. ASSETS AND EXPENSES 

Budgets describe an organization's plan for transforming 
resources. The Coast Guard Reserve consumes people and 
money, and produces various services. Accounting concepts 
express this process in terms of assets and expenses. 
Assets are 


onom.: resources owned by an entity whose cost at the 


c 

tame ci acquisition can be objectively measurec....A 
resource is an economic resource if it provides future 
benefits te the entity. Resources provice future benefits 
under any cf three ccnditions: (1) they are money or can 


be converted to money; (2) they are goods which are 
expected to be sold; ci (3) they are expectec to be used 
5 future activities of the entity. (Reece & Anthony, 
198S,p,. 29-32} 


wa; 


Expenses are 


those costs which are identified with particular streams 
ef current output as distinct fron those costs...which 
will normally be idenriified with future streams of 
output Costs Which cannot logicaily be identifiec with 
any streams of output, either past, present, oz future, 
are “Losses.” (Faton,1944,p. 12€) 


An expense is an expired asset that produces some value. 
This difference between potential and consumption links 
assets and expenses. 

The Coast Guard obtains assets in the form of 
appropriations from Congress. It then either transforms 


these into other assets, or consumes them as expenses. A 


65 








budget 1S an organization's plan for converting assets into 
other assets or expenses. 

In simplest terms, unless some value remains from a 
budgeted activity at the end of the year, that activity 
becomes an expense sometime during the year. The expiration 
cof the asset into an expense should give rise to some output 
desired by a consumer of the organization's services. In 


business, revenue would measure the desirability of the 


service. Howeve:. governments generally do not charge for 
cheir services. The main value in conceptualizing an 


Training reservists and improving theii aki 


dollars) ints another asset (trained 


‘ 


SS 


Using the training to perform the mission 


exemplifies the expense process; consuming this asset 
create: arn expense. The value of that services te the 
beseliciary should exceed the cost of providing the service. 


C. PRESENT VS. FUTURE CONSUMPTION 

The budget shows expiration of assets for a single year 
as they become expenses. Some of the remaining assets will 
become expenses in future years. By measuring this 
depreciation, the "present value" of training activities can 


be calculated. The "present value" concept projects 
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training benefits into the future to measure their residual 
Vaiue. Restated, the present value measures the total value 
of a training activity, including the decay of the skill 
over time. 

This comparison presumes equal dollars invested today 
inte two different training programs. The benefits or 
skills continue into future years, decaying at various 


rates. One computes the present value by measuring the 


a 


2 level at regular intervals, and adding the consecutive 


level... The highs: seccere indicates the greater vaiue per 


4 


: 
VG Rene Guskay: 


lavanyg treining decisions in this framework, emphasizes 


eculd vezulle :ecoupmes:t ove, several year:. To meet this 
cones f2675; ilitary membe:s cfiten agree te an acditional 
tern, of service if assigned to certain treéining. 

This format can alse shew the cost to the service when 
from the service, takine with 


‘hen. training and experience which will be expensive to 


In financial terms, the organization's output becomes 
either other assets or expenses. However, the training 
level of reservists is diffivult to quantify in dollars, 
beyond the amount invested. To overcome this difficulty, 


some quantification of training levels is necessary. 
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D. OUTPUT DEFINITION AND SKILLS MODEL 

Use of the budget as a control mechanism requires 
quantification of desired outputs, in terms of assets and 
expenses. No such quantification comprehensively covers the 
current Reserve force. A new skills modei could perform 
this function, employing a method already used in the active 
duty Coast Guard. 

The model should quantify the force size, training 
‘evel, and training focus. The force size issue is simpiy a 
guestic.. cf numbers. However, the lieve} of training and type 
of mobilization complicate the issue. Skolie cac.ditter 


fron waztime to peacetime missions, anc also by 


rh 


tie level o expertise required, anc currency of skill 


The curient shipboard training system responds to 


a 


Sint (et: “problem 2a training levels: An individual fiils a 
billet basec on his pay grade and rating, one set of skills. 
Different scenarios require cifferent skill levels from the 
same indivicue.. The navigation deta.: could require an 
individual to serve in his” rating, for example, a 
quartermaster performing navigation duties on the bridge 
while entering port. Conversely, during law enforcement 
evolutions, he might perform as a boarding officer, duty 
unrelated to his rating. The job dictates the skills needed 
by individuals. Then, the Persona: Qualifications System 


(PQS) organizes the training program to provide the 


68 





. 


necessary srill levels for each individual according to his 
job assignments and regardless of his rating. 

The PQS system also reflects currency of skiil levels, 
unlike the qualification code system presently used by the 
Reserve. Gualification codes document that an individual 
completed certain training at some point in his career. 
With POS, the individual must complete initial qualification 
and periodic recertification. Thus, PQS shows not only the 
progress of an individual towards certification, but his 
Coriency in the skill as weil. A better vision of readiness 
von blinking training shortfalls with the cost 
cic fully trainec force. 

This FOS system can expanc tc cover potentiaily any 
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amncludeS in the PGS systen. This vehicle allows measurement 


ut @ s.uav2euel’s treivine level... Thus, am aggrecate skii: 
tevel cRoulenent fc. the Coast Guard Reserve is possible, 
with PGS covering ali required skills (peacetime and 


A graph carn simplify individual skii issues by 
presenting a simultaneous picture of the various levels. 
Eack skill assigned to an individual is represented by a 
baz. The level of training in that particular skill is 
shown by the height of the bar. The graph shows the number 
of individuals, their assigned missions, and training level 


=~ 


for each mission. Figure 7 shows different training levels. 
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These levels will vary according to the amount of resources 





dedicated to training for each mission, and the efficiency 


of the training process. 


COAST GUARD RESERVE 


Individual Training Level 


BREE REE BRR 





Reservist # 1 Reservist # 2 Reservist # 3 


Wartime MB Peacetime Natural Disaster 





Figure 7 




















By quantifying output, analysis can show the 
re.ationship between inputs (budget dollars) and outputs 
(training levei/force size). This quantification empowers 
the budget as a control mechanism for management. Without 
this input-output linkage, the budget is merely a plan to 
consume assets. Moreover, by functioning in this manner, 
the budget can compare the efficiency of different 
alternatives and assist leaders in selecting the best 
combination of resources fer a particular set of goes 
E. THE BUDGET AS A CONTROL SYSTEM 

The Previous aiscussion emphasized the need to exzrress 


ovtput in term: ci assets and expenses, and expressed in a 


“ovesen! valu+" context. The output assets were ther. 
Tranzlatel inte a sxills model These concepiualizations 
@enaerlie the Pudget to be used as a simple contre! system As 
Such, tne control systen. can improve the consistency and 
feasibility of the strategy option selected. 


Contre. systems cepenc on sensors, selectors, and 
eiiectorvs, ail linked by communication (p. 10). The budget 
control system starts with the current asset base, the 
trained reservists from previous years. The output model 
serves as the sensor, revealing the exact training levels of 
the Reserve force. 

The strategist can then target specific desired outputs 


for the current year, this decision functions as_ the 
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selector mechanism. It links with the budget to designate 
resources for production of those outputs. The supply of 
financial resources provides the means to implement the 
goals; this becomes the effector. This budget control 
system would eliminate problems of consistency and 
feasibility. 

The selector in strategy extends beyond control and 
directly relates tc the strategic thrust of the 
organization. Ansoff's modei (from p. 16), divides strategic 
thrusts intc continuity anc discontinuity modes. Continuity 
thrusts are appropriate when the environment is stabie, and 
‘he organization is achieving its goais. Discontinuity 
thrusts are needed to respond tc a changing environment and 
when crganizationae! goals are not being achieved. 

The Coast Guard Reserve could use Perter's mode! to 
conceptualize conditions within government. Placing the 
organizational goais in this context would indicate which 


wuity or discontinuity, are required. 


2 
.@) 
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ct 
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Contro! systems still may suffer from “moral hazard." 
And, the comprehensive strategy still needs to develop 
consonance and advantage, activities which are difficult for 
the budget to express. But, the expression of 
organizational activities as outputs accomplishes two 
purposes. First, it is needed to empower the budget as a 
control mechanism. Second, it may help the Reserve compete 


for resources from Congress, if Congress insists on more 
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quantification of an organization's accomplishments. In 
this sense, the contro! mechanism is consonant with the 
environment surrouncing competition for funding. 

The main advantage that a government agency exploits is 
the lecal barrier to entry faced by potential providers of 
the same service. As existing agencies seek to expand into 
complementary areas, cost efficiency may erect a further 
barrier to entry. The budget could assist an organization 


im becoming the most efficient producer of a required 


Service. wit! oviput definec, the budget can allow 
ompariso of different iairnput levels to select the most 


st to conform to the ideas presented in 


this charter wilt hel; to solve some of the previous 
problems. The budget, as arn improved central: system 
provides: the means t: analyze alternatives, seiect the most 
eificient of, anc control implementation. 


F. CHAPTER CONCLUSION 

This chapter explored the use of the budget to solve 
some of the problems in the existing Coast Guard Reserve 
strategy. The concepts of assets and expenses focus on the 


difference between future and current consvmption. Training 


increases reservists’ future potential; this option 
increases assets. Performance of a mission by a reservist 
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provides a current service; this option consumes assets, by 
finition an expense. 

n this framework, managers can shift resources between 
future benefits and current consumption as dictated by the 
needs of the situation. With output definition and a skills 
model, the Coast Guard Reserve could clarify the exact 
outputs desired from consumption of its financiai resources. 


This enables the budget to function as a control system, 


eliminating consistency and feasibility problems. 
Associating resource consumption with the goais of the 
ovganizé.ion, will solve some of the probiems jistec in 
Crapter IV. 

The caniicl system based on the budget may aisc assist 


cr 


if Congress insists on more quan 
Orga.ication*s output. Cost efficiency from the budget 


sea 
- 


could provide an additiona! advantage, erecting a barrie: to 


petential providers cf the same service. The strategist 
meecs ic examine the environment anc select a strategic 


thrust <. @ixvection. Following selection, contro: systems, 
including the budget, guide the organization towards its 
objectives. 

Thus, there aie many benefits to altering the budget as 
advocated in this chapter. And, these alterations will 


assist the organization in its practice of strategy. 
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VI. EPILOGUE 


A. CONCLUSION 

Every organization faces decisions on ends and means. 
Strategy attempts to address them simultaneously, to ensure 
that the answers are properly related to each other. The 
answers then are not unique. There are many ways to relate 
means and ends; other methods could deliver a similarly 
appropriate answer. The hope is that strategy can more 
easily excluce improper answers. That is, by asking the 
aprropriat= questions, stratecy can deliver the appropriate 
answers in &@ more accurate and timely manne2. The focus 
then is method in relaticn to results. 

The Coast Guard Rese:ve iacks an integrated strategy. 
of strategy showen one possible 
methoc for formulating and implemenling strategy. This 
methed enjoys the advantage of building around a budget, so 
the Coast Guard Reserve could expand its existing budget 
system to more fully practice strategy. 

To adequately serve this purpose, the budget needs 
adaptation to correct some flaws. In particular, the 
Reserve neeas ‘tc define output and coordinate goals, 
resources and controls towards the desired output. The Coast 
Guard is facing multiple decisions: Which method to use ? 


Which goais to set ? How to control their implementation ? 
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Simplifying these decisions, by placing them in a relational 
context is one benefit from a strategic planning process. 

The Commandant in his long range view, stated that 

Budgetary constraints will require the Coast Guard to 
meet its needs through improved productivity....We will 
make full use of the Reserve in augmenting all mission 
areas as necessary. (Coast Guard,October,i989,p. 3) 
The Coast Guard and the Reserve may need to jointly develop 
a strategic planning process, to °' .ure that the Reserve's 
role in the parent organization is appropriate. No thesis 
couid hope to encompass all of these issues. A collection 
of the best talent available should examine the process and 
the issues to ensure inciusior of aii reievant data. 

So the thesis ends as it began, dealing with current 
dec:sions and the future. The primary decision concerns 
selection of the method tc make these decisions. The 
guallty cf present decisions on these issues wil! affect the 
organization into the next century. The method to formulate 


the issues and select the answers, should be appropriate to 


the impact that the answers wiil create. 


B. FINDINGS 

This thesis examined strategy using the budget. The 
primary research question asked: how does the Coast Guard 
Reserve implement strategy in its budget ee To approach 
this central issue, the thesis first asked: what is the 


definition of strategy if Strategy was viewed as a system 
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for making critical decisions on purpose and the future, in 
response to competitive conditions. The process includes a 
formulation and implementation stage, exploiting some 
comparative advantage to dominate an opponent. 


The practice of strategy addresses the following 


questions: 
- What are the organization's goals ? (Goals) 
- Wnat is the environment ? (Environment ) 
- What are the alternatives ? (Alternatives) 


- What are the consequences of alternatives ? (Futurity) 


- What is our comparative advantage 7? (Advantage) 
~ How can we best exploit the situation ? (Niche) 
- Eow »houwld we structure ? (Organization) 
~ How will we control implementation ? (Contro. ) 
-~ Euw will we evaluate the success of the 

Sivategy and tne need for adaptation ? (Evaluation) 


he budget serves &@S a contre! mechanism, estimating and 
measuring @ goal bb, lts cost. The strategist obtains and 
transiorms resources into some crganizational output. The 
budget previdces a gauge, relating cest, progress towards 
Goals, and survival. The strategy can be evaluated on the 
basis of consonance, consistency, feasikility, and 
advantage. 

Next, the thesis asked: what was the past strategy of 
the Coast Guard Reserve ? Inference of recent strategy 
reveaied an organization seeking growth but facing 
increasinyj competition for resources, especially funding and 
manpower. The Coast Guard Reserve emphasized military 


missions and educational benefits respectively, to attract 
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the needed resources. The budget and other control] reports 
focused on full consumption of resources. 

Following this, the thesis asked: how effective was that 
strategy ? Analysis of recent strategy showed varying 
degrees of success depending on the perspective and 
criterion of the evaluator. From a theoretical view, better 
consistency and feasibility would improve the organization's 
output. Accomplishment of goals was not controlled by 
linking resources to the level of attainment desired. 

Finaily, the thesis asked: how can the strategy be 


4 


improved By quantifying output, the budget can compare 
various alternatives. The budget described the 
Crganization's activities in terms of assets and expenses. 
However, a deiinition of output is needed to empower the 
buage’. as a control system. Together, the cutput definition 
anc the budget could solve the consistency and feasikility 


4 


probiens, by linking resource consumption with the 
erganization' 
C. RECOMMENDATIONS 
The American culture of democracy and capitalism calls 

for rational stewardship in the public domain. Ansoff 
observed the increasing competition for resources and 
commented: 

The explosive growth of expenditures for government and 

social welfare has reached a level at which inefficiency 

can no longer be tolerated. As a result, the nct-for- 


profits are under growing pressure to emulate the 
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efficiency of the business firm. (Ansof£,1979,p. 30) 
To survive in such an environment, the Coast Guard Reserve, 
must demonstrate high expertise in managing its resources, 


anc a strategic process is part of that management. 


aoe 


recommend that the Coast Guard Reserve adopt a formal, 
but not static, process of strategic management, which can 
serve to ensure the vitality of the organization. The 
strategic process should identify long term goals for the 
organization and methods to achieve these goals. To be 
effective the Reserve's strategy must be integrated with the 
Strategy of the active duty Coast Guard. To be realistic, 
i be constrained by the amount of rescurces 
aveilable in the Federa! Government arena. 

No specific model is recommended for the strategic 
managemert functicn. However, this thesis identified many 
cf the critical issues. Any method used should capably 


acaiess the relevant issues as shown in this thesis. 
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APPENDIX A 


Mission 


Aids to Navigation 


Boating Safety 


Defense Operations 


Environmental! Response 


Ice Operation 


Maritime Law Enforcement 


Marine Inspection 


Port Safety/Security 


Search and Rescue 


Waterways Management 
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Coast Guard Missions and Competitors 


Competitor 


Aids maintained by private 
firms oor civilians under 
pilot program with contract 
administered by Coast Guard 


Various state and local 
government agencies 


Navy 


Federal Environmental 
Protection Agency, various 
state and local government 
agencies 


None 


Federal Drug Enforcement 
Administration, U.S.Customs 
Service, various state and 
local government agencies 


American Bureau of Shipping 


Various state and local 
government agencies 


Department of Defense 
various state and local 
government agencies 


Army Corps of Engineers 
various state and local 
government agencies 





APPENDIX B 
Data used to construct Figure 6 


(all figures in thousand dollars) 





Year Nominal Budget Adiusted Budget % OF1980 
COAST GUARD RESERVE 

1980 42675 66710 100 
1981 49483 67470 101.14 
1982 51483 65575 98.30 
1983 54000 65990 98.92 
1984 55355 65123 97.62 
1985 59223 67352 10°.96 
1986 58857 65028 97.48 
1987 64400 69002 103.43 
198@ 62884 62884 94.26 
COAST GUARD ACTIVE 

1980 11152069 1743331 100 
Loe" 123697? 1822975 104.57 
1982 14E7456 1886238 108.31 
1983 16037S8 1959914 112,42 
1984 1690542 1988872 114.08 
1925 1798998 2045841 117.35 
1SR6 1617939 1787580 162.54 
1Se7 1862275 1931077 110277 
1986 1782506 1782506 102.25 
NAVY RESERVE 

1986 268054 41903¢ 100 
19E2 31857 434385 103.66 
1982 374600 477136 113.87 
1982 67843: 829066 197.85 
1984 767100 9024706 225 697 
1965 pie eer. 1281715 305.88 
1986 1264590 1397192 333.43 
1987 1394892 1494580 356.68 
1988 1512963 1512963 361.06 
NAVY ACTIVE 

1980 7351152 11491561 100 
1981 8920295 12162932 105.84 
1982 10324474 13150520 114.44 
1983 10846708 13255172 115.35 
1984 11445908 13465774 117.18 
1985 15701274 17856560 155.39 
1986 15875246 17539770 152.63 
1987 17625440 18885074 164.34 
1988 18237199 18237199 158.70 








LIST OF REFERENCES 


Albert, Kenneth J., and others, The Strategic Management 
Handbook, McGraw-Hill Book Co., 1983. 


Andrews, K. R., The Concept of Corporate Strategy, McGraw- 


Hill Book Co., 1965. 





Ansoff, H. Igor, Strategic Management, John Wiley & Sens, 
Inc., 1879. 
Anthony, Robert N.; Dearden, John; and Bedford, Norton M., 
m ems, Richard D. Irwin, Inc., 1989. 
Anthony, Robert N.; Reece, James S., Manage ccounti 


Principles, Richard D. Irwin, Inc., 1975. 


Baumol, William J., “Toward a Theory of Public Enterprise", 
Princeton and New York Universities Invited Address at 
the Sixteenth Atlantic Economic Conference, October 9, 
1982, Philadelphia. 


Bryson, John M., Strategic Planning for Public and Nonprofit 
Organizations, Jossey-Bass Publishers, 1989. 


Clausewitz, Karl von, On War, edited and translated by 
Michaei Howard and Peter Paret. Princeton University 
Fress, 1976 


Deming, W. Edwards, Out of the Crisis, Massachusetts 
Institute of Technology, i966. 


Drucker, Peter F., Management: Tasks, Responsibilities, 
Practices, Harper & Row, 1974. 


Drucker, Peter F., The New Realities, Harper & Row. 1989. 


Eiteiberg, Mark J., “American Demographic Trends’ and 
National Security” Naval Postgraduate School, 1988. 

Evered, Roger. “So What is Strategy.” Long Range Planning, 
Vol 16, No.3, pp 57-72. 1983. 

Heymann, Phillip B., The Politics of Public Management, Yale 


University Press, 1987. 


iyde, Albert C. and Shafritz, Jay M., editors, Classics of : 
Public Administration, The Dorsey Press, 1987. 


Kohler, Eric L., A Dictionary for Accountants, Prentice-Hall 
Inc., 1975. 


82 








Liddell Hart, B. H., Strategy, Praeger, 1967. 


Lykke, Arthur F., editor, Military Strategy: Theory and 
Application, United States Army War College, 1989. 


Paton, William A., editor, Accountants’ Handbook, The Ronald 
Press Company, 1944. 


Porter, Michael E., Competitive Advantage, The Free Press, 
1985. 


Porter, Michael E., Competitive Strategy, The Free Press, 
1980. 
Quinn, James Brian, and others, The Strategy Process, 


Prentice Hall, 1988. 


Stegletz, Joseph E., Economics of the Pubiic Sector, W. W. 
Nortor. & Company, 1988. 


Steiner, George A., Strategic Planning, The Free Press, 
1979. 

Sparxs, Bennett S., and others, trategic Fiannin an 
Reserve Capability Stud PARCS ‘'89), U.S. Coast Guard, 
1989. 


Turner, Stansfield, icn Ss. Naval War 
College Review, Vol. 25, Ne. 5, pp. 2-17. March-April 
1974. 





U.S. Department of Transportation, Coast Guard Plan to Reach 


Ninety-Five Percent of its Wartime Mobilization 
Requirements by September 30, 1988, December 20, 1988. 


U.S. Coast Guard, Fiscal Year 1989 Issues, November 26, 
1986. 


U.S. Coast Guard, iscal a 989 esource ectus, 
April 15, 1987. 


U.S. Coast Guard, rogram Description: T Reserve F s 
(RT) Program, October 19, 1988. 

U.S. Coast Guard, Commandant's Long Range View, October 31, 
198S. 

U.S. Coast Guard, j t 


Training Appropriation, November 8, 1989. 


Watkins, James, "The Maritime Strategy", The Maritime 
Strategy, U.S. Naval Institute, 1986. 


83 

















Wildavsky, Aaron, e New itics of the dge Process, 
Scott, Foresman and Company, 1988. 


84 








i 





INITIAL DITRIBUTION LIST 


Defense Technical Information Center 
Cameron Station 
Alexandria, VA 22304-6145 


Library, Code 0142 
Naval Postgraduate School 
Monterey, CA 93943-5002 


Commandant (G-RSP) 

U. S. Coast Guard 

2100 Second Street, S.W. 
Washington, DC 20593-0001 


Commandant (G-PDT-1) 

U. S. Coast Guard 

2100 Second Street, S.W. 
Washington, DC 20593-0001 


Professor Roger Evered, Code AS/EV 
Naval Postgraduate School 
Monterey, CA $3943-5002 


85 


